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(2) Sufficient funds are deposited in 
the borrower’s supervised bank account 
or with the interim lender, as appro-
priate, to cover the contemplated 
changes when the change involves addi-
tional funds to be furnished by the bor-
rower. 

(3) The change will not adversely af-
fect the soundness of the operation or 
FmHA or its successor agency under 
Public Law 103–354’s security. If uncer-
tain as to the probable effect the 
change would have on the soundness of 
the operation or FmHA or its successor 
agency under Public Law 103–354 secu-
rity, the County Supervisor will obtain 
advice from the District Director on 
whether to approve the change. 

(4) If a surety bond has been provided 
on the full amount of the construction 
contract, the aggregate amount of all 
contract change orders on Form FmHA 
or its successor agency under Public 
Law 103–354 1924–7, ‘‘Contract Change 
Order,’’ or other acceptable form will 
not exceed 20 percent of the original 
contract amount. Change orders for 
contracts on which a surety bond has 
been provided which increases the 
original contract amount by more than 
20 percent may only be approved if ad-
ditional surety is provided in the full 
revised amount of the contract. For 
purposes of this paragraph, letters of 
credit and deposits are not considered 
surety. 

(5) Change orders for contracts on 
which letters of credit or deposits have 
been provided on the full amount of the 
contract which will increase the origi-
nal contract amount are approved only 
if additional letters of credit or depos-
its are provided in the full revised 
amount of the contract. 

(6) Modifications have been certified 
in accordance with § 1924.5(f)(1)(iii) or 
certification has been waived in ac-
cordance with § 1924.5(f)(1)(iii)(C) of this 
subpart. 

(b) Authority of the District Director. 
The District Director is authorized to 
approve changes in the development 
planned with RRH, RCH, and RHS 
loans and LH loans and grants within 
the District Director’s approval au-
thority, provided the conditions in 
§ 1924.10(a) have been met. For such 
loans in excess of the District Direc-
tor’s approval authority, the bor-

rower’s request with the District Direc-
tor’s recommendation will be for-
warded to the State Director for con-
sideration. 

(c) Recording changes in the planned 
development. (1) Changes should be ac-
complished only after FmHA or its suc-
cessor agency under Public Law 103–354 
written approval. Changes will not be 
included in payment requests until ap-
proved by the borrower; the contractor, 
if applicable; the architect/engineer, if 
applicable; and the FmHA or its suc-
cessor agency under Public Law 103–354 
loan approval official. Examples of 
changes requiring documentation are: 

(i) Any changes in labor and mate-
rials and their respective costs. 

(ii) Changes in facility design. 
(iii) Any decrease or increase in unit-

price on final measurements that are 
different from those shown in the bid-
ding schedule. 

(iv) Any increase or decrease in the 
time to complete the project. 

(2) All changes shall be recorded in 
chronological order as follows: 

(i) Contract method. Changes shall be 
numbered in sequence as they occur 
using Form FmHA or its successor 
agency under Public Law 103–354 1924–7 
with necessary attachments. 

(ii) Borrower method. An increase or 
decrease in the cash cost, extension of 
time, transfer of funds between items, 
or an addition or deletion of items of 
development, will be summarized on 
the front of Form FmHA or its suc-
cessor agency under Public Law 103–354 
1924–1 by striking through the original 
figures on items and writing in the 
changes. Changes made in the ‘‘Devel-
opment Plan’’ in the working drawings, 
or in the plans and specifications will 
be dated and initialed by all parties. 

(iii) Mutual self-help method. [See 
paragraph (c)(2)(ii) of this section.] 

(iv) Owner-builder method. [See para-
graph (c)(2)(i) of this section.] 

(3) All changes in facility design and/
or materials must be certified in ac-
cordance with § 1924.5(f)(1)(iii) of this 
subpart.

§ 1924.11 District Director’s review of 
incomplete development. 

During monthly District Office work 
organization meetings and during reg-
ular visits to the County Office, the 
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District Director will review the 
progress that is being made in com-
pleting development financed with 
loans within the District Director’s 
and County Supervisor’s responsibility. 

(a) Once each year the District Direc-
tor will make a comprehensive review 
of all development work not completed 
within the time scheduled. For incom-
plete development financed with loan 
or grant funds within the responsi-
bility of the District Director, the Dis-
trict Director will take the necessary 
actions to assure that the borrower or 
grantee completes the planned develop-
ment. For incomplete development fi-
nanced with loan or grant funds within 
the responsibility of the County Super-
visor, the District Director will give 
the necessary direction to the County 
Supervisor to assure completion of the 
work. In connection with these respon-
sibilities, the District Director will 
consider: 

(1) The current farm and home oper-
ations with respect to the need for the 
development as originally planned. 

(2) Revisions to the development 
plan. 

(3) Funds remaining in the supervised 
bank account. 

(4) Need for additional funds. 
(5) Personal funds that could be fur-

nished by the borrower. 
(6) Estimated completion dates. 
(7) The borrower’s attitude with re-

spect to completing the development. 
(b) After a complete review of the 

status of development in both the Dis-
trict and County Offices has been 
made, the District Director will make 
a written report to the State Director 
which will include observations and 
recommendations regarding incom-
plete development. The report may be 
included in the District Director’s reg-
ular report, and will include: 

(1) The number of cases in which bor-
rowers have not completed their devel-
opment within 9, 15 or 24 months when 
authorized, and also the number of 
cases in which funds have been ex-
hausted and the work is incomplete. 

(2) The number of borrowers who 
have not completed their development 
within 3 years from the loan closing, 
and indicate the action that was taken 
in each such case. 

(c) If the borrower has not completed 
development work within 3 years after 
the date of loan closing and the Dis-
trict Director has determined that the 
borrower cannot or will not complete 
the development, the District Director 
will so indicate on Form FmHA or its 
successor agency under Public Law 103–
354 1924–1 and request the State Direc-
tor to withdraw, for application on the 
loan, any unused development funds re-
maining in the borrower’s supervised 
bank account, if the borrower will not 
sign a check for a refund to the loan 
account.

§ 1924.12 Warranty of development 
work. 

(a) Form FmHA or its successor 
agency under Public Law 103–354 1924–
19, ‘‘Builder’s Warranty,’’ or an insured 
10-year home warranty as described in 
exhibit L of this subpart, and normal 
trade warranties on items of equipment 
will be issued to the borrower at the 
completion of new building construc-
tion, dwelling rehabilitation by the 
contract method, all cases of newly 
completed and previously unoccupied 
dwellings or construction under condi-
tional commitments issued to builders 
and sellers. 

(b) If the warranty is not an insured 
10-year warranty, a completed Form 
FmHA or its successor agency under 
Public Law 103–354 1924–19, with war-
ranty protection for 1 year, must be 
provided by the builder upon final ac-
ceptance of the work by the owner and 
FmHA or its successor agency under 
Public Law 103–354. If an insured 10-
year warranty is provided, the require-
ments of exhibit L of this subpart 
apply, and a copy of the warranty in-
surance policy or a binder must have 
been received by FmHA or its successor 
agency under Public Law 103–354 prior 
to disbursement of the final payment 
to the builder. 

(c) If, for some reason, the warranty 
insurance policy cannot be issued, the 
contractor will be required to execute 
Form FmHA or its successor agency 
under Public Law 103–354 1924–19 and 
the case will be forwarded to the State 
Director for consideration of debar-
ment under the provisions of subpart M 
of part 1940 (available in any FmHA or 
its successor agency under Public Law 
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